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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Federal  Housing  Commissioner- 
Office  of  Assistant  Secretary  for 
Housing 

24  CFR  Part  841 

{Docket  No.  R-79-690] 

Public  House  Development;  Revision 
of  Requirements 

agency:  Office  of  the  Assistant 
Secretary  for  Housing — Federal  Housing 
Commissioner.  HUD. 
action:  Interim  Rule  and  request  for 
comments. 


summary:  This  Rule  revises  the 
requirements  for  the  development  of 
public  housing.  Simplification  and 
streamlining  of  the  regulation  is  urgently 
needed  to  facilitate  the  development  of 
public  housing  units  authorized  by 
Congress.  The  revisions  are  intended  to 
achieve  savings  in  both  time  and  cost  by 
eliminating  processing  delays. 

EFFECTIVE  DATE:  November  7. 1979. 
COMMENTS  due:  October  9, 1979. 
ADDRESS:  Interested  persons  should  file 
written  comments  on  or  before  the  due 
date  with  the  Rules  Docket  Clerk.  Office 
of  General  Counsel,  Room  5218, 
Department  of  Housing  and  Urban 
Development.  451  Seventh  Street,  S.W., 
Washington,  D.C.  20410. 

FOR  FURTHER  INFORMATION  CONTACT: 
Raymond  W.  Hamilton,  Director,  Public 
Housing  Development  Division,  Office 
of  Public  Housing,  Office  of  the  Deputy 
Assistant  Secretary  for  Public  Housing 
and  Indian  Programs,  Department  of 
Housing  and  Urban  Development, 
Washington.  D.C.  20410  (202-755-5846). 
This  is  not  a  toll-free  number. 
SUPPLEMENTARY  INFORMATION:  The 
public  housing  development  regulation 
(24  CFR  Part  841)  was  effective  in 
February  1977.  Interim  amendments 
effective  May  1979  were  based  on 
questions  that  arose  in  the  early  stages 
of  implementing  this  regulation.  The 
Department  received  a  number  of 
comments  as  a  result  of  publishing  these 
amendments  and  they  have  been 
considered  in  preparing  this  general 
revision  to  the  regulation. 

The  revised  regulation  will  simplify 
the  development  process  by  eliminating 
certain  processing  steps  and  duplicative 
reviews,  conforming  processing 
procedures  to  those  of  other  housing 
programs  administered  by  the 
Department  and  creating  maximum 
flexibility  in  administering  the  program. 


The  following  is  a  brief  summary  of 
the  significant  features  of  the  revised 
regulation.  HUD  will  prepare  the 
development  packet  instnjcting  PHAs 
and  developers  and  other  interested 
parties  of  program  requirements.  The 
notice  of  fund  availablility  (NOFA)  will 
invite  public  housing  agencies  (PHAs)  to 
submit  proposals.  The  elements  of  the 
former  application  for  a  public  housing 
project  have  been  combined  with  the 
development  program  into  a  proposal  so 
that  only  one  approval  action  will  be 
necessary^  The  PHA  will  be  given 
responsibility  for  determining  the 
development  method  and  selecting  an 
architect  or  developer.  The  field  office 
will  select  the  best  proposals  from 
among  those  submitted  by  different 
PHAs  in  an  allocation  area.  The 
proposal,  the  site,  and  the  site  appraisal 
will  be  approved  in  a  single  step.  The 
field  office  will  be  authorized  to 
maintain  a  pipeline  of  proposals  and  to 
select  from  among  such  proposals  if 
additional  contract  authority  becomes 
available. 

Under  outstanding  procedures,  funds 
are  reserved  at  the  application  approval 
(program  reservation)  stage,  when  the 
site  and  scope  of  the  proposed  housing 
are  unknown,  on  the  basis  of  a  formula. 
Subsequently,  when  the  site  has  been 
selected  and  the  scope  of  the  housing 
has  been  determined  (development 
program  stage),  it  is  typically  necessary 
to  provide  additional  funds.  If  additional 
funds  are  not  available,  the  project  must 
be  redesigned  and  further  delayed.  This 
process  has  contributed  to  the  long 
delay  typically  experienced  between 
application  approval  and  the  actual  start 
of  construction  or  rehabilitation  of 
public  housing  projects. 

The  following  is  a  discussion  of  the 
major  changes: 

(1)  The  program  reservation  and 
preliminary  loan  have  been  eliminated. 
Funds  will  be  reserved  and  made 
available  to  the  PHA  after  proposal 
approval,  when  the  annual  contributions 
contract  (ACC)  is  executed.  At  that 
stage,  there  will  be  a  reasonable 
e.xpectation  of  the  scope,  design,  and 
nature  of  the  proposed  housing.  Funds 
will  be  reserved  for  those  projects  that 
are  most  likely  to  start  construction  in  a 
reasonable  period  and,  since  estimated 
cost  can  be  more  realistically  projected, 
in  the  amount  actually  needed  for  the 
project. 

(2)  Under  the  new  procedures,  the 
initial  proposal  will  identify  a  specific 
site  (two  exceptions  are  discussed  in  (7) 
below)  as  is  the  procedure  under  the 
section  8  program.  Funds  will  not  be 
reserved  until  the  proposal  is  processed 
and  approved  by  HUD.  Although  no 


front-end  (preliminary  loan)  funds 
would  be  provided  for  planning 
purposes  or  for  preparation  of  the 
proposal  under  the  revised  regulation,  a 
number  of  provisions  have  been 
incorporated  to  minimize  the  initial 
expenses  of  PHA  proposal  preparation. 
The  field  office  will  prepare  the  PHA 
packet  stating  program  requirements 
which  turnkey  developers  and  other 
interested  parties  will  use  in  submitting 
their  proposals  to  the  PHA;  evidence  of 
site  availability  may  be  accepted  at  the 
proposal  stage  in  lieu  of  site  ownership 
or  an  option  to  purchase;  the  initial 
advance  of  ACC  funds  will  be  made  to 
the  PHA  for  administration  and 
planning;  under  the  conventional  or 
acquisition  development  methods, 
advances  also  will  be  provided  for  site 
control  immediately  after  execution  of 
the  ACC;  and  the  proposal  design 
requirements  for  the  different 
development  methods  have  been  kept  to 
a  minimum. 

(3)  Comments  are  invited  as  to 
whether  there  is  a  need  for  front-end 
funds  to  prepare  proposals  and 
suggestions  as  to  the  amounts  and 
criteria  for  determining  when  such 
assistance  should  be  made  available  to 
a  particular  PHA.  Funds  previously 
provided  to  a  PHA  under  a  preliminary 
loan  contract  or  public  housing  ACC 
shall  not  be  used  for  the  purpose  of 
preparing  a  proposal  pursuant  to  this 
Part;  other  funds  available  to  a  PHA  that 
are  not  subject  to  this  restriction  may  be 
used. 

(4)  The  PHA  will  determine  which  of 
the  three  development  methods  is 
appropriate  for  developing  a  project.  If  a 
PHA  elects  to  use  the  turnkey  method 
and  more  than  one  developer  submits 
proposals  to  the  PHA,  the  PHA  will 
select  the  best  proposal  for  submission 
to  HUD  for  approval, 

(5)  To  promote  a  balanced  processing 
workload,  field  offices  will  be 
authorized  to  maintain  a  pipeline  of 
proposals  that  could  be  processed  if 
additional  funds  become  available, 
without  publication  of  additional 
NOFAs.  The  criteria  for  review  and 
approval  of  such  proposals  will  be  the 
same  as  for  proposals  approved  at 
initial  submission.  Under  this  procedure, 
PHAs  that  were  unable  to  submit 
proposals  by  the  invitation  deadline 
would  not  have  to  wait  for  a  subsequent 
NOFA. 

(6)  The  revised  regulation  adopts  the 
current  site  and  neighborhood  standards 
applicable  to  Section  8  projects  in  lieu  of 
the  Project  Selection  Criteria  (a 
conforming  amendment  to  24  CFR  Part 
200,  Subpart  N  will  be  published).  The 
site  related  items  of  Project  Selection 
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Criteria  are  similar  to  the  section  8  site 
and  neighborhood  standards  and 
application  of  the  same  standards  to 
both  public  housing  and  section  8  will 
reduce  processing  time  and  avoid 
confusion.  Revisions  to  the  section  8 
standards  were  published  for  public 
comment;  when  revised  standards  are 
published  for  effect,  they  will  also 
replace  the  standards  contained  in  this 
regulation. 

(7)  The  PHA  will  be  required  to 
identify  a  specific  site  when  submitting 
a  proposal,  with  two  exceptions:  (a) 
proposals  for  substantial  rehabilitation 
of  projects  consisting  of  one  to  four 
dwelling  units  per  structure  in  a 
neighborhood  revitalization  area  could 
be  submitted  under  the  conventional 
method  without  specific  identification  of 
properties;  (b)  proposals  for  acquisition 
projects  consisting  of  one  to  four 
dwelling  units  per  structure  also  could 
be  submitted  without  specific 
identification  of  properties.  Cost 
estimates  for  such'non-site  specific 
proposals  would  be  based  on  typical 
properties  in  the  neighborhoods;  the 
PHAs  would  be  expected  to  identify 
sites  within  six  months.  These 
exceptions  are  included  to  facilitate 
acquisition  or  rehabilitation  of  low- 
density,  scattered  site  properties  and 
promote  neighborhood  revitalization 
efforts. 

The  Department  has  determined  that 
the  revised  regulation  is  urgently  needed 
and  must  be  adopted  90  days  after 
publication.  The  regulation  will  simplify 
and  streamline  the  public  housing 
development  process  and  any  further 
delay  in  the  effective  date  would  be 
impracticable  and  contrary  to  the  public 
interest  since  it  is  imperative  that  the 
revised  regulation  be  effective  at  the 
beginning  of  the  Fiscal  Year  1980 
funding  cycle. 

If  as  a  result  of  the  public  comments 
received,  the  Department  determines 
that  changes  are  appropriate,  the 
effective  date  will  be  deferred  by 
publication  of  a  notice  in  the  Federal 
Register.  Unless  deferred  by  such 
publication,  the  revised  regulation  will 
become  effective  without  notification  by 
the  Department  30  days  after  the  close 
of  the  period  allowed  for  public 
comment;  that  is,  90  days  after 
publication  of  this  document. 

This  regulation  will  be  applicable  to 
all  proposals  received  in  response  to  a 
NOFA  issued  after  the  effective  date  of 
this  regulation. 

A  finding  of  inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
finding  will  be  available  for  public 


inspection  during  regular  business  hours 
at  the  above  cited  address. 

The  Assistant  Secretary  has 
determined  that  regulatory  analysis  is 
not  needed  since  no  major  economic 
consequences  will  accrue  as  a  result  of 
this  revised  regulation  which  is  for  the 
purpose  of  streamlining  and  simplifying 
the  development  process  established  in 
the  existing  regulation. 

The  legislative  review  provisions  of 
Section  7(o)  of  the  Department  of  HUD 
Act,  42  U.S.C.  3535(o]  have  been  met. 

Accordingly,  24  CFR  Part  841  is 
amended  as  follows: 

Part  841,  is  revised  in  its  entirety, 
including  the  title  of  the  Part  and  of  the 
Subparts,  to  read  as  follows: 

PART  841— PUBLIC  HOUSING 
DEVELOPMENT 

Subpart  A— General 

Sec. 

841.101  Purpose  and  Development  Method 

841.102  Definitions 

841.103  Prototype  Cost  Limits 

841.104  Fund  Allocation 

841.105  Notification  of  Fund  Availability 

Subpart  B— Instructions  for  Preparation  of 
PHA  Proposal 

841.201  General 

841.202  Eligibility  of  the  PHA 

841.203  PHA  Administration 

841.204  Local  Government  Support 

841.205  Site  (or  Property) 

841.206  Relocation 

841.207  Project  Design  and  Development 

841.208  Development  Cost 

Subpart  C— Proposal  Selection  and  Project 
Development 

841.301  Proposal  Review  and  Selection 

841.302  ACC  Execution  and  Advances 

841.303  Preparation  of  Construction 
Documents  and  Execution  of  Contracts 

841.304  Construction  Requirements 

841.305  Completion  of  Development 
Authority:  Section  7(d]  Department  of  HUD 

Act,  42  U.S.C.  3535(d];  U.S.  Housing  Act  of 
1937,  42  U.S.C.  1437. 

Subpart  A— General 

§  84 1 . 1 0 1  Purpose  and  Development 
Method. 

(a)  Purpose.  The  United  States 
Housing  Act  of  1937  (Act)  authorizes 
HUD  to  provide  financial  and  technical 
assistance  to  public  housing  agencies 
(PHAs)  for  the  development  and 
operation  of  public  housing  projects 
financed  by  loans  and  annual 
contributions  provided  by  HUD  under 
Sections  4  and  5  of  the  Act.  This  Part 
states  the  regulation  under  which  public 
housing  projects  are  developed.  The 
regulations  for  development  of  other 
types  of  housing  assisted  under  the  Act, 
including  Section  8  and  Indian  Housing 


are  contained  in  other  Parts  of  24  CFR 
Chapter  VIII.  The  requirements  for  the 
administration  of  a  PHA  and  for  the 
operation  and  management  of  public 
housing  projects  also  are  stated  in  24 
CFR  Chapter  VIII  and  in  the  annual 
contributions  contact  (ACC).  Some  of 
the  regulations  in  24  CFR  Chapter  VIII 
that  should  be  referred  to  are: 

(1)  Part  804 — ^Turnkey  III 
homeownership  opportunities; 

(2)  Part  812-^Definition  of  family  and 
occupancy  by  single  persons; 

(3)  Part  860 — Income  limits; 

(4)  Part  861 — Rents; 

(5)  Part  865 — Project  management; 

(6)  Part  866 — Lease  and  grievance 
procedure; 

(7)  Part  867 — Personnel  policies  and 
compensation; 

(8)  Part  868 — Modernization; 

(9)  Part  890 — Operating  subsidy;  and 

(10)  Part  891 — Application  review  and 
fund  allocations. 

(b)  Development  methods.  There  are 
three  different  methods  a  PHA  may  use 
to  develop  public  housing  projects.  The 
following  are  brief  summaries  of  each 
development  method. 

(1)  Conventional  method.  The  PHA 
contracts  with  a  contractor  to  build  or 
rehabilitate  a  project  on  a  site  provided 
by  the  PHA.  The  PHA  proposal  shall 
identify  a  specific  site.  However,  a  PHA 
may  propose  to  purchase  a  project 
requiring  substantial  rehabilitation  that 
consists  of  one  to  four  dwelling  units 
and  is  located  in  a  neighborhood 
revitalization  area  without  specific 
identification  of  the  properties  to  be 
purchased:  such  a  proposal  shall 
identify  the  neighborhoods  and  general 
locations  in  which  properties  are 
expected  to  be  available;  shall  contain  a 
plan  for  identification  of  properties  and 
submission  of  construction  documents 
within  six  months  of  execution  of  the 
ACC;  and  shall  include  estimated  costs 
for  purchase  and  rehabilitation  based  on 
typical  costs  in  the  neighborhood.  After 
field  office  approval  of  a  PHA  proposal 
and  execution  of  the  ACC,  the  PHA 
purchases  the  site  and  contracts  with  an 
architect  to  prepare  the  construction 
documents  for  the  project.  Following 
field  office  approval,  the  PHA  advertises 
for  bids  from  contractors  to  build  or 
rehabilitate  the  project  8nd  awards  the 
Construction  Contract  to  the  lowest 
responsible  bidder.  The  contractor  is 
required  to  provide  assurance  of 
completion  in  the  form  of  a  100  percent 
performance  and  payment  bond  or  other 
security  approved  by  the  field  office. 

The  contractor  receives  progress 
payments  from  the  PHA  during 
construction  and  a  final  payment  upon 
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project  completion  in  accordance  with 
the  Construction  Contract. 

(2)  Turnkey  method.  The  PHA 
contracts  with  a  developer  to  sell  the 
PHA  a  completed  project.  The  turnkey 
method  may  be  used  for  either  new 
construction  or  substantial 
rehabilitation.  The  PHA  selects  a 
developer  prior  to  submitting  a  proposal. 
After  field  office  approval  of  the 
proposal,  the  ACC  is  executed  and  the 
developer  prepares  the  construction 
documents  for  construction  or 
rehabilitation.  Following  field  office 
approval,  the  developer  and  the  PHA 
enter  into  a  Contract  of  Sale.  The 
developer  is  fully  responsible  for  all 
development  and  construction  or 
rehabilitation  activities,  including  the 
provision  of  construction  financing.  The 
PHA  purchases  the  project  from  the 
developer  after  satisfactory  completion 
of  the  project  in  accordance  with  the 
Contract  of  Sale. 

(3)  Acquisition  method.  The  PHA 
purchases  a  property  that  requires  little 
of  no  repair  work.  The  PHA’s  proposal 
shall  identify  a  suitable  property  and 
demonstrate  that  it  meets  all 
requirements  with  only  minor  repairs  to 
be  done  after  purchase.  However,  a 
PHA  may  propose  to  purchase  a  project 
consisting  of  one  to  four  dwelling  units 
per  structure  without  specific 
identification  of  properties  to  be 
purchased:  such  a  proposal  shall 
identify  the  neighborhoods  and  general 
locations  in  which  properties  are 
expected  to  be  available;  shall  contain  a 
plan  for  purchase  of  the  properties 
within  six  months  from  execution  of  the 
ACC:  and  shall  provide  estimated  costs 
for  purchase  and  repair  based  on  typical 
properties  in  the  neighborhoods.  If  the 
cost  of  repairs  exceeds  10  percent  of  the 
estimated  total  development  cost  of  the 
project,  the  proposal  will  be  considered 
as  substantial  rehabilitation  and  the 
project  must  be  developed  using  either 
the  conventional  or  turnkey  method.  The 
PHA’s  proposal  shall  state  the  extent  of 
repair  work  to  be  done  after  acquisition. 
Following  field  office  approval  of  the 
proposal  and  execution  of  the  ACC,  the 
PHA  obtains  field  office  approval  to 
purchase  individual  properties.  Repair 
work  is  done  after  acquisition  either  by 
the  PHA  contracting  to  have  the  work 
done  or  having  the  staff  of  the  PHA 
perform  the  work. 

§  841.102  Definitions. 

Act.  The  United  States  Housing  act  of 
1937  (42  U.S.C.  1437). 

Allocation  Area.  A  municipality, 
county,  or  group  of  contiguous 
municipalities  or  counties  or  Indian 
areas  identified  by  the  field  office  or  in 


an  approved  Areawide  Housing 
Opportunity  Plan  for  the  purpose  of 
allocating  housing  assitance  to  support 
economically  feasible  housing  projects. 

Annual  Contributions  Contract  (ACC). 
A  contract  (in  the  form  prescribed  by 
HUD]  for  loans  and  annual 
contributions,  the  execution  of  which 
created  legal  obligations  between  HUD 
and  a  PHA,  whereby  HUD  agrees  to 
provide  financial  assistance  and  the 
PHA  agrees  to  comply  with  HUD 
requirements  for  the  development  and 
operation  of  a  public  housing  project. 

Construction  Documents.  The 
specifications,  drawings  or  work  write¬ 
ups  that  set  forth  the  work  to  be  done 
for  the  construction,  rehabilitation  or 
repairs  to  a  project. 

Contract  Autharity.  The  maximum 
amount  authorized  for  aimual  payments 
under  the  ACC.  This  amount  multiplied 
by  the  ACC  term  (number  of  years)  is 
the  budget  authority. 

Cooperation  Agreement.  An 
agreement  (in  the  form  prescribed  by 
HUD)  between  a  PHA  and  the  local 
governing  body  which  assures  tax 
exemption,  provides  for  local  support 
and  services  for  the  development  and 
operation  of  a  public  housing  project, 
and  provides  for  payments  in  lieu  of 
taxes. 

Housing  Assistance  Plan  (HAP).  A 
plan  approved  by  HUD  as  meeting  the 
requirements  of  24  CFR  Section  570.306. 

Household  Type.  The  three  household 
types  are  (1)  elderly  and  handicapped, 

(2)  family  and  (3)  large  family  (24  CFR 
Part  891;  24  CFR  Part  812  defines  family 
and  related  terms). 

Housing  Type.  The  three  housing 
types  are  new  construction, 
rehabilitation  and  existing  housing  (24 
CFR  Part  891). 

HUD.  The  Department  of  Housing  and 
Urban  Development,  including  the 
Regional  Office  and  the  Area  or  Service 
Office  (herein  called  field  office)  which 
has  been  delegated  authority  to  perform 
functions  pertaining  to  this  Part. 

Prototype  Cost  Limit.  The  ceiling  on 
dwelling  construction  and  equipment 
costs  established  by  HUD  for  a  specific 
area  and  published  in  the  Federal 
Register  (Section  6(b)  of  the  Act). 

Public  Housing  Agency  (PHA).  Any 
state,  county,  municipality,  or  other 
governmental  entity  or  public  body  (or 
agency  or  instrumentality  thereof)  which 
is  authorized  to  engage  in  or  assist  in  the 
development  and  operation  of  low- 
income  housing  and  is  determined  by 
HUD  to  be  eligible  to  under  take 
projects  under  this  Part. 

Total  Development  Cost.  The  sum  of 
all  HUD-approved  costs  for  planning, 
administration  (including  proposal 


preparation),  land  acquisition, 
relocation,  demolition,  construction  and 
equipment,  necessary  financing 
(including  interest  and  carrying  charges, 
if  any),  on-site  streets  and  driveways, 
on-site  utilities,  non-dwelling  facilities,  a 
contingency  allowance  (not  to  exceed  1 
percent  for  turnkey  and  acquisition,  and 
5  percent  for  conventional],  insurance 
premiums  for  the  first  three  years,  off¬ 
site  facilities  (to  the  extent  includable  in 
development  cost],  and  any  other  costs 
necessary  in  carrying  out  the 
development  of  the  project.  The 
estimated  total  development  cost  in  the 
PHA’s  proposal  when  reviewed  and 
approved  by  HUD  becomes  the 
maximum  total  development  cost  stated 
in  the  ACC.  Upon  completion  of  the 
project,  actual  costs  are  determined  and 
become  the  approved  actual 
development  cost  of  the  project  stated  in 
the  ACC. 

§  84 1 . 1 03  Prototype  Cost  Limits. 

(a)  Authority.  Section  6(b)  of  the  Act 
limits  the  cost  of  dwelling  construction 
and  equipment  to  110  percent  of  the 
prototype  cost  limits  established  by 
HUD  for  the  area. 

(b)  Establishment  of  areas  and  limits. 
The  field  office  shall  recommend 
prototype  cost  areas  by  determining  the 
geographic  boundaries  within  which 
trade  conditions  and  economic 
influences  tend  to  make  construction 
costs  substantially  the  same.  For  each 
area,  the  field  office  shall,  after 
consulting  local  housing  producers, 
estimate  the  construction  costs  of  new 
dwelling  units  of  various  sizes  and  types 
based  on  the  HUD  Minimum  Property 
Standards,  additional  housing  program 
standards  defined  by  the  field  office  in 
accordance  with  Section  6(b)  of  the  Act. 
and  local  building  practices  for  privately 
developed  housing.  The  field  office 
recommendations  as  to  areas  and 
prototype  cost  limits  shall  be  submitted 
to  the  Assistant  Secretary  for  Housing 
for  review  and  approval.  The  limits  for 
the  different  areas  are  published  at  least 
annually  in  the  Federal  Register  as  an 
Appendix  to  this  Part. 

§841.104  Fund  Allocation. 

Contract  authority  for  public  housing 
projects  is  allocated  to  each  field  office. 
The  field  office  suballocates  this 
authority  to  allocation  areas  and  makes 
public  the  amount  of  contract  authority 
available  for  each  allocation  area  within 
its  jurisdiction  m  accordance  with  24 
CFR  Part  891,  Subpart  D, 
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§  84 1 . 1 05  Notification  Of  Fund  Avaiiabiiity 
(NOFA). 

(a)  Pipeline  Processing.  (1)  The 
pipeline  of  proposals  will  be  reviewed  to 
determine  whether  to  resume  processing 
of  any  or  all  of  them.  In  making  the 
decision  as  to  whether  to  resume 
processing,  the  field  office  will  consider 
whether  the  pipeline  proposals  are  of 
high  quality  relative  to  the  standards 
and  requirements  of  this  Part,  whether 
publication  of  a  NOFA  will  improve  the 
quality  of  proposals  available  for 
selection,  and  whether  pipeline 
proposals  comply  with  the  Held  office 
allocation  plan  and  the  most  recently 
approved  HAPs. 

(2)  The  PHAs  whose  proposals  qualify 
for  resumed  processing  will  be  sent  a 
letter  requesting  them  to  advise  the  field 
office  within  10  calendar  days  as  to 
whether  or  not  they  request  processing 
to  be  resumed  on  their  proposals  and,  if 
the  decision  is  in  the  affirmative,  to 
submit  within  an  additional  10  calendar 
days  (for  a  total  of  20  days]  any 
information  required  to  update  their 
proposals.  The  letter  should  also  state 
the  prototype  cost  limits  that  will  be 
applicable  to  pipeline  proposals. 

(3)  Upon  receipt  of  notification  from  a 
PHA  requesting  that  processing  be 
resumed  and  any  updated  information, 
the  field  office  will  resume  processing 
the  proposal  in  accordance  with 

§  841.301. 

(4)  The  field  office  shall  determine  the 
amount  of  contract  authority  to  be  used 
for  pipeline  proposals. 

(5)  The  PHAs  whose  pipeline 
proposals  are  not  to  be  placed  in 
processing  will  be  notified  in  writing 
that  their  proposals  will  not  be 
processed  further  with  a  statement  of 
the  reasons  for  this  decision.  One  tile 
copy  of  each  proposal  will  be  retained 
by  the  field  office. 

(b)  PHA  Packet.  If  there  is  contract 
authority  remaining  after  pipeline 
processing  has  been  considered,  the 
held  office  shall  prepare  a  PHA  packet 
for  each  allocation  area.  The  packet 
shall  address  each  of  the  items 
described  in  Subpart  B,  supplemented  to 
the  extent  the  field  office  determines  to 
be  necessary  to  assist  PHAs  in 
submitting  approvable  proposals. 

(c)  Notification  of  fund  availability. 
The  field  office  shall  announce  the 
availability  of  contract  authority 
(excluding  the  amount  to  be  used  for 
pipeline  processing]  and  invite  PHA’s  by 
publishing  a  NOFA  to  submit  proposals. 
A  NOFA  shall  be  published  for  each 
allocation  area  in  accordance  with  the 
schedule  established  by  the  field  office. 
The  NOFA  shall  identify  each  allocation 
area  for  which  contrac*  authority  is 


available  and  shall  include  the  following 
information: 

(1]  The  amount  of  contract  authority 
available  and  the  number  of  units  by 
housing  type  and  by  household  type  that 
the  contract  authority  is  expected  to 
support. 

(2]  The  deadline  date  by  which 
proposals  must  be  received  to  be 
reviewed  and  selected  in  competition 
with  all  other  proposals.  Any  proposals 
received  after  the  deadline  date  will  be 
considered  for  selection  only  if  contract 
authority  remains  after  the  initial 
selection  or  may  be  held  by  the  tield 
otiice  for  later  pipeline  processing  when 
additional  contract  authority  becomes 
available. 

(3]  A  statement  that  proposal 
requirements  and  review  procedures  are 
explained  in  the  PHA  packet  which  is 
available  at  the  tield  office,  that 
information  and  assistance  will  be 
available  from  the  tield  office,  and  that 
public  housing  funds  will  not  be  made 
available  to  pay  the  cost  of  preparing  a 
proposal  unless  the  proposal  is  selected 
and  the  ACC  executed.  Developers  or 
other  interested  parties  will  be  advised 
that  they  can  obtain  PHA  packets  at  the 
field  office  and  that  they  should  contact 
the  appropriate  PHAs  for  further 
information. 

(d]  Conditional  NOFA.  Field  offices 
may  issue  NOFAs  subject  to  the. 
availability  of  contract  authority  at  a 
later  date.  Proposals  received  in 
response  to  such  NOFAs  will  be 
processed  in  accordance  with  the 
provisions  of  §  841.301,  but  notification 
of  selection  will  not  be  sent  unless 
contract  authority  becomes  available. 

(e]  Distribution.  Copies  of  the  NOFA 
will  be  sent  to  each  PHA,  to  minority 
and  fair  housing  organizations  and 
media  in  the  allocation  area  and  to 
applicable  Areawide  Planning 
Organizations. 

Subpart  B— Instructions  for 
Preparation  of  PHA  Proposal 

§  841.201  General. 

The  field  office  shall  prepare  a  PHA 
packet  that  includes  each  of  the  items 
stated  in  this  Subpart  and  any 
supplementary  requirements  the  field 
office  determines  to  be  necessary  to 
assist  PHAs  in  preparing  approvable 
proposals.  A  proposal  to  develop  a 
public  housing  project  shall  comply  with 
the  requirements  of  the  PHA  packet  to 
be  considered  for  approval.  A  PHA  may 
submit  more  than  one  proposal, 
provided  that  the  total  number  of  units 
in  all  proposals  submitted  by  a  PHA 
does  not  exceed  the  number  of  units 
stated  in  the  NOFA. 


§  841.202  Eligibility  Of  The  PHA. 

(a]  Legal  authority.  The  proposal  shall 
include  evidence  that  demonstrates  the 
PHA  has  the  required  legal  authority  to 
develop  and  operate  the  proposed  public 
housing  project. 

(b]  PHA  resolution.  The  proposal  shall 
include  a  PHA  board  resolution  which 
authorizes  submission  of  the  proposal. 
The  resolution  shall  state  that  the  PHA 
has  reviewed  and  will  develop  and 
operate  the  project  in  accordance  with 
the  applicable  regulations  and  the  ACC. 

§  841.203  PHA  Administration. 

(a]  Administrative  plan.  The  PHA’s 
plan  for  the  development  and  operation 
of  the  project  shall  include: 

(1]  A  demonstration  of  the  PHA’s 
capability  to  provide  adequate 
administration  for  the  development  and 
operation  of  the  proposed  project,  and 
any  other  HUD-assisted  projects,  in 
compliance  with  all  applicable  HUD 
requirements. 

(2]  A  proposed  schedule  for  each 
important  step  in  developing  the  project 
from  proposal  selection  to  completion  of 
development,  including  the  procedures 
to  be  used  for  contract  administration 
during  construction  or  rehabilitation  of 
the  project. 

(3]  A  demonstration  of  the  tinancial 
feasibility  of  the  project  by  a  showing 
that  the  Allowable  Expense  Level, 
computed  in  accordance  with  24  CFR 
Section  890.101  et  seq.  will  be  equal  to 
or  greater  than  the  estimated  average 
operating  expenses  (less  the  cost  of 
utilities  and  audit  costs]  for  a 
reasonable  operating  period  as 
determined  by  HUD. 

(b]  Contracts  entered  into  by  the  PHA. 

(1]  The  PHA  shall  not  enter  into  any 
contract  in  connection  with  the 
development  of  a  project  without  the 
prior  written  consent  of  the  tield  office. 
Any  such  contract  shall  expressly  state 
that  the  parties  understand  that  HUD  is 
under  no  obligation  to  provide  funds  for 
payments  under  such  contract  and  that 
any  development  funds  subsequently 
approved  by  HUD  will  be  limited  to 
purposes  and  amounts  specifically 
approved  by  HUD  as  necessary  for  the 
development  of  the  project. 

(2]  The  PHA  shall  not,  without  the 
prior  written  approval  of  the  field  office, 
enter  into  any  contract  for  services 
where  the  term  (including  renewals] 
exceeds  two  years  or  for  any  legal  or 
other  services  in  connection  with 
litigation  or  into  any  contract  for  an 
amount  in  excess  of  the  amount 
included  for  each  purpose  in  the 
development  cost  budget  or  the  / 
operating  budget  for  the  project. 
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(3)  Any  contracts  for  design  and 
inspection  of  a  project.  Construction 
Contracts  or  Contracts  of  Sale  to  be 
entered  into  by  the  PHA'  shall  be  in  the 
form  prescribed  by  HUD  and  shall 
receive  the  written  approval  of  the  field 
office  prior  to  the  execution  by  the  PHA. 

(4)  Contracts  entered  into  by  the  PHA 
shall  provide  that: 

(A)  Not  less  than  the  wages  prevailing 
in  the  locality,  as  predetermined  by  the 
Secretary  of  Labor  pursuant  to  the 
Davis-Bacon  Act  (40  U.S.C.  276),  shall  be 
paid  to  all  laborers  and  mechanics 
employed  in  the  development  of  the 
project. 

(B)  Not  less  than  the  wages  prevailing 
in  the  locality,  as  determined  or  adopted 
(subsequent  to  a  determination  under 
applicable  state  or  local  law)  by  HUD, 
shall  be  paid  to  all  architects,  technical 
engineers,  draftsmen  and  technicians 
employed  in  the  development  of  the 
project. 

(c)  Civil  rights  and  equal  apportunity. 
The  development  and  operation  of  a 
projet  shall  comply  with: 

(1)  Title  VI  of  the  Civil  Rights  Act  of 
1964  (42  U.S.C.  2000d),  Executive  Order 
11063,  and  Title  VIII  of  the  Civil  Rights 
Act  of  1968,  as  amended  (42  U.S.C. 

3601): 

(2)  Section  504  of  the  Rehabilitation 
Act  of  1973  (29  U.S.C.  794); 

(3)  Executive  Order  11246  (30  FR 
12319),  as  amended  by  Executive  Order 
11375  (32  FR  14SG3),  and  applicable 
implementing  regulations  (24  CFR  Part 
130;  41  CFR,  Chapter  60),  rules  and 
orders  of  HUD  and  the  Office  of  Federal 
Contract  Compliance  Programs  of  the 
Department  of  Labor; 

(4)  Section  3  of  the  Housing  and 
Urban  Development  Act  of  1968,  as 
amended  (12  U.S.C,  1701u): 

(5)  The  Age  Discrimination  Act  of 
1975,  as  amended  (42  U.S.C.  6101);  and 

(6)  All  HUD  requirements  with  respect 
to  discrimination  in  employment  by  the 
PHA  or  by  contractors  of  the  PHA. 

§  841.204  Local  government  support 

(a)  Caaperation  agreement.  The 
proposal  shall  include  an  executed 
Cooperation  Agreement  or  evidence  that 
there  is  an  outstanding  Cooperation 
Agreement  covering  the  number  of  units 
proposed. 

(b)  Joint  funding.  If  applicable,  the 
proposal  shall  include  a  commitment 
from  the  Icoal  governing  body  or  other 
public  or  private  entity  to  donate  a  site 
or  to  provide  funding  or  other  support  to 
the  project  from  community 
development  block  grant  funds  or  other 
sources. 


§  841.205  Site  (or  property). 

(a)  Location.  The  proposal  shall 
identify  the  location,  including  a  map: 
describe  the  site’s  physical 
characteristics,  size,  any  unusual 
features  and  zoning;  describe  the  current 
racial  and  economic  composition  of  the 
residents  of  the  neighborhood:  provide 
either  evidence  of  present  control  of  the 
site  by  the  PHA  (or  turnkey  developer) 
or  evidence  that  the  site  is  available  and 
can  be  acquired. 

(b)  Properties  assisted  under  the  Act. 
Proposals  involving  properties  already 
assisted  imder  the  Act  may  not  be 
selected  without  the  prior  written 
approval  of  the  Assistant  Secretary  for 
Housing. 

(c)  Site  and  neighborhood  standards. 
Proposed  sites  shall  comply  with  the 
following  standards  and  the  proposal 
shall  explain  how  each  site  complies 
wHh  the  applicable  standard. 

(1)  Economy  and  Efficiency.  Each  site 
shall  be  adequate  in  size,  exposure  and 
contour  to  accommodate  the  number 
and  type  of  units  proposed.  Adequate 
utilities  (water,  sewer,  gas  and 
electricity)  and  streets  must  be  available 
at  each  site  prior  to  commencement  of 
construction.  The  physical 
characteristics  and  cost  of  the  site  and 
the  availability  of  utilities  and  access 
roads  shall  promote  economical 
construction  and  operation  of  the 
project. 

(2)  Low-density  housing  for  families 
with  children.  Projects  approved  imder 
this  Part  for  families  with  children, 
including  large  families  (families 
requiring  three  or  more  bedrooms),  shall 
to  the  maximum  extent  practicable 
consist  of  low-density  housing  (e.g.,  non¬ 
elevator  structures,  scattered  sites  or 
other  types  of  low-density  developments 
appropriate  in  the  locality.) 

(3)  Use  of  high-rise  elevator 
structures.  High-rise  elevator  structures- 
shall  not  be  provided  for  families  with 
children  regardless  of  density  unless  the 
PHA  demonstrates  and  the  field  office 
determines  that  there  is  no  practical 
alternative.  High-rise  buildings  for  the 
elderly  may  be  used  if  the  PHA 
demonstrates  and  the  field  office 
determines  that  such  construction  is 
appropriate  taking  into  consideration 
land  costs,  the  safety  and  security  of  the 
prospective  occupants,  and  the 
availability  of  community  services. 

(4)  Equal  opportunity  and  fair  housing 
requirements. 

(A)  The  site  and  neighborhood  must 
be  suitable  from  the  standpoint  of 
facilitating  and  furthering  full 
compliance  with  the  applicable 
provisions  of  Title  VI  of  the  Civil  Rights 
Act  of  1964,  Title  Vlll  of  the  Civil  Rights 


Act  of  1968,  Excecutive  Order  11063,  and 
HUD  regulations  issued  pursuant 
thereto. 

(B)  The  site  shall  promote  greater 
choice  of  housing  opportunities  and 
avoid  undue  concentration  of  assisted 
persons  in  areas  containing  a  high 
proportion  of  low-income  persons. 

(C)  For  new  construction  projects 
only,  the  site  shall  not  be  located  in  an 
area  of  minority  concentration  unless  (i) 
sufficient,  comparable  opportunities 
exist  for  housing  for  minority  families,  in 
the  income  range  to  be  served  by  the 
proposed  project,  outside  areas  of 
minority  concentration,  or  (ii)  the  project 
is  necessary  to  meet  overriding  housing 
needs  which  cannot  otherwise  feasibly 
be  met  in  that  housing  market  area.  (An 
“overriding  need”  may  not  serve  as  the 
basis  for  determining  that  a  site  is 
acceptable  if  the  only  reason  the  need 
cannot  otherwise  feasibly  be  met  is  that 
discrimnation  on  the  basis  of  race,  color, 
religion,  creed,  sex,  or  national  origin 
renders  sites  outside  areas  of  minority 
concentration  unavailable.) 

(D)  For  new  construction  projects 
only,  the  site  shall  not  be  located  in  a 
racially  mixed  area  if  the  project  will 
cause  a  significant  increase  in  the 
proportion  of  minority  to  non-minority 
residents  in  the  area. 

5.  Facilities  and  services.  The  site 
shall  be  accessible  to  social, 
recreational,  educational,  commercial, 
and  health  facilities  and  services,  and 
other  municipal  facilities  and  services 
required  by  the  tenants.  Travel  time  and 
cost  via  public  transportation  or  private 
automobile  from  the  site  to  places  of 
employment  providing  a  range  of  jobs 
for  lower-income  workers  must  not  be 
excessive. 

(6)  Housing  Assistance  Plan  (HAP) 
requirements.  The  site  must  be 
consistent  with  the  HAP. 

(7)  Environmental  requirements.  The 
site  shall  be  consistent  with  the 
requirements  of  the  National 
Envrionmental  Policy  Act  of  1969  (42 
U.S.C.  4321  et  seq.),  the  National 
Historic  Preservation  Act  (Pub.  L  89- 
665),  the  Archeological  and  Historic 
Preservation  Act  of  1974  (Pub,  L  93- 
291),  Executive  Order  11593  on 
Protection  and  Enhancement  of  the 
Cultural  Environment  (including  the 
procedures  prescribed  by  the  Advisory 
Council  on  Historic  Preservation  in  36 
CFR  Part  8C50),  the  Clean  Air  Act  (42 
U.S.C.  1857  et  seq.),  the  Federal  Water 
Pollution  Control  Art  (33  U.S.C.  1151  et' 
seq.)  and  the  Flood  Disaster  Protection 
Act  of  1973  (42  U.S  C  4001  et  seq.). 
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S  841.206  Relocation. 

(a)  Unifonn  Act  The  proposal  shall 
indude  a  statement  of  the  PHA’s  intent 
to  comply  with  the  Uniform  Relocation 
Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970 
(Uniform  Act)  (42  U.S.C.  4601)  and 
related  HUD  policies  and  requirements 
thereunder  (24  CFR  Part  42). 

(b)  Issuance  of  notices.  For  the 
purposes  of  24  CFR  42.65(b),  the  date  of 
initiation  of  negotiations  shall  be; 

(1)  For  the  conventional  or  acquisition 
method,  the  date  of  the  PHA’s  written 
offer  to  the  owner  for  the  amount 
determined  to  be  just  compensation  for 
the  property.  The  offer  shall  not  be 
made  prior  to  execution  of  the  ACC. 

(2)  For  the  turnkey  method,  the  date  of 
HUD  execution  of  the  ACC. 

(c)  Relocation  requirements.  If 
relocation  is  involved,  the  proposal  shall 
identify  the  site  occupants  and  shall 
state  the  PHA’s  proposed  distribution  of 
notices  of  displacement  and  of  right  to 
continue  in  occupancy  and  the 
anticipated  relocation  costs. 

(d)  Uniform  Act  costs.  The  cost  of 
compliance  with  the  Uniform  Act,  as 
well  as  the  actual  reasonable  moving 
expenses  of  families  which  are 
temporarily  moved  from  a  project  site 
during  construction  and  returned  to  the 
site  after  completion,  may  be  included  in 
development  cost. 

§  041.207  Projects  design  and 
development 

(a)  Development  method. 

(1)  The  proposal  shall  state  the 
development  method  and  housing  type 
(a  proposal  may  not  combine  new 
construction,  substantial  rehabilitation 
and  existing  housing).  Unless  the  field 
office  has  determined  the  development 
method  to  be  used,  the  proposal  shall 
state  the  reasons  why  the  PHA  has 
selected  the  turnkey  or  conventional 
method  as  appropriate  for  the  project, 
including  consideration  of  such  factors 
as  total  development  cost,  sites, 
construction  financing,  control  over 
design  and  construction,  size  of  project, 
emphasis  on  use  of  local  contractors 
and  PHA  administrative  capability. 

(2)  The  qualifications  and  previous 
experience  of  the  PHA,  the  developer, 
the  design  and  inspecting  architects  and 
other  known  participants  shall  be 
stated. 

(b)  Project  description. 

(1)  The  proposal  shall  state  the 
number  of  units  by  household  type  and 
provide  evidence  that  these  are 
coBsiartent  with  any  applicable  HAP.  ’ 

(2)  The  proposal  shall  state  the 
munber  and  types  of  structures,  the 
number  of  stories,  structural  system. 


exterior  finish,  utilities,  heating  system, 
number  of  units  by  bedroom  size,  living 
areas  and  composition  for  each  size  unit 
and  any  special  features.  Any  non¬ 
dwelling  facilities  or  special  services  to 
be  provided  shall  be  described. 

(3)  Depending  on  the  development 
method,  the  proposal  shall  incude;  (A) 
For  turnkey  projects,  outline 
specifications  and  drawings  of  the  site, 
buildings  and  units.  (B)  For  acquisition 
of  existing  properties,  a  statement  of  the 
extent  of  repair  work  to  be  done  after 
purchase  of  the  properties.  (C)  For 
conventional  projects  involving 
substantial  rehabilitation,  preliminary 
work  write-ups. 

(4)  The  proposal  shall  describe  the 
equipment  to  be  included,  such  as 
ranges  and  refrigerators,  and  state 
whether  the  equipment  will  be  provided 
by  the  PHA. 

(c)  Construction  and  rehabilitation 
standards.  The  proposed  design  shall 
comply  with  the  HUD  Minimum 
Property  Standards  (24  CFR  Part  200, 
Subpart  S),  HUD  Minimum  Design 
Standards  for  Rehabilitation  for 
Residential  Properties,  as  applicable, 
any  additional  housing  program 
standards  defined  by  the  field  office  as 
prescribed  by  Section  6(b)  of  the  Act, 
and  applicable  state  and  local 
requirements. 

§  841.208  Development  cost. 

(a)  Development  cost  estimate. 

(1)  The  proposal  shall  include  an 
estimate  of  total  development  cost  in 
accordance  with  HUD  requirements. 

(A)  For  conventional  projects 
involving  substantial  rehabilitation,  the 
proposal  shall  include  detailed  cost 
estimates  based  on  the  preliminary 
work  write-ups. 

(B)  For  turnkey  projects,  the 
developer’s  proposed  price  shall  be 
separately  stated  to  include  site 
acquisition  and  improvements, 
construction  and  equipment, 
construction  financing,  legal, 
architectural  and  engineering  fees,  and 
other  project  work  to  be  included  in  the 
Contract  of  Sale. 

(2)  Tlie  cost  of  off-site  facilities  shall 
be  determined  as  follows;  (A)  Where  the 
project  would  be  required  to  bear  a  part 
or  all  of  the  cost  of  off-site  facilities  as  if 
it  were  a  private  development,  the  cost 
of  such  facilities  may  be  included  in  the 
total  development  cost;  provided  that 
the  field  office  determines  that  the  off¬ 
site  fadlities  are  a  necessary 
appurtenance  to  t^e  project  and  the 
amount  incloded  is  bmited  to  the  lower 
ofi  (i)  the  HUD-apfH'OTed  estimate  of  the 
cost  of  such  facilitiet.,  or  (ii)  the  increase 
in  value  of  the  project  site  because  of 


such  facilities.  (B)  Where  the  cost  of  off¬ 
site  facilities  is  required  to  be  borne  by 
the  local  government  without  cost  to  the 
project,  whether  because  of  normal 
practice  or  because  of  the  Cooperation 
Agreement,  the  cost  of  such  facilities 
may  not  be  included  in  total 
development  cost,  but  the  field  office 
may  arrange  for  a  HUD  loan  evidenced 
by  an  ofi-site  facilities  note;  provided 
that  the  field  o^ice  determines  that  the 
off-site  facilities  are  a  necessary 
appurtenance  to  the  project  and  the 
amount  is  limited  to  the  lower  of;  (i)  the 
HUD-approved  estimate  of  the  cost  of 
such  facilities,  or  (ii)  the  increase  in 
value  of  the  project  site  because  of  such 
facilities;  and  provided,  that  the  PHA 
submits  legally  enforceable 
commitments,  acceptable  to  HUD,  to 
repay  the  cost  of  such  facilities  from 
sources  other  than  annual  contributions 
or  project  income. 

(b)  Cost  limits. 

(1)  The  field  office  shall  include  in  the 
PHA  packet  a  statement  of  maximum 
dwelling  construction  and  equipment 
cost  that  may  be  included  in  a  proposal. 
The  statement  shall  be  determined  as 
follows: 

(A)  The  prototype  cost  limit  in  effect 
at  the  date  of  publication  of  the  NOFA 
(or  at  the  date  pipeline  processing  is 
resumed): 

(B)  Multiplied  by  a  trending  factor 
(designated  by  the  Assistant  Secretary 
for  Housing)  to  reflect  cost  increases 
anticipate^  between  publication  of  the 
NOFA  (or  between  resumption  of 
pipeline  processing)  and  the  date  by 
which  the  field  office  anticipates  the 
Construction  Contract  or  the  Contract  of 
Sale  is  to  be  executed. 

(2)  A  proposal  stating  estimated 
dwelling  construction  and  equipment 
cost  that  exceeds  the  stated  maximum 
will  not  be  considered  responsive  and 
will  be  rejected. 

(3)  At  the  date  of  execution  of  the 
Construction  Contract  or  the  Contract  of 
Sale  the  dwelling  construction  and 
equipment  cost  of  the  project  may  not 
exceed  the  prototype  cost  limits  in  effect 
at  that  date,  except  that  the  field  office 
may  approve  costs  that  are  no  more 
than  110  percent  of  the  prototype  cost 
limits. 

Subpart  C— Proposal  Selection  and 
Project  Development 

§  841.301  Proposal  review  and  selection. 

[a)  Initial  screenmg. 

(1)  The  field  office  ^aB  perform  an 
initial  screening  of  each  proposal 
received  prior  to  the  deediim  to 
determine  the  eligibility  ei  the  PHA  and 
whether  the  proposal  is  complete  and 
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(c)  Acquisition  method.  Where  the 
property  was  not  identified  in  the  PHA 
proposal,  the  PHA  shall  select  the 
individual  property  and  obtain  field 
office  approvals  of  the  property  prior  to 
purchase.  The  PHA  shall  purchase  the 
property,  complete  the  construction 
documents  in  accordance  with  HUD 
criteria  for  approval  by  the  field  office 
and  reach  agreement  with  the  field 
office  as  to  the  method  of  completing 
required  work.  The  PHA  and  the  field 
office  shall  reach  agreement  on  the 
estimated  total  development  cost.  The 
PHA  shall  obtain  field  office  approval 
prior  to  execution  of  contracts  for  work 
in  excess  of  $10,000. 

§  841.304  Construction  requirements. 

(a)  Economy.  The  PHA  shall  complete 
development  of  the  project  at  the  lowest 
possible  cost  consistent  with  standards 
for  design  and  construction,  not  to 
exceed  the  total  development  cost 
approved  by  the  field  office,  in 
accordance  with  the  approved  proposal 
and  development  schedule. 

(b)  Changes  in  contracts.  The  PHA 
shaU  not  agree  to  any  changes  or 
additions  to  the  work  required  under  the 
Construction  Contract  or  Contract  of 
Sale  as  agreed  to  under  the 
acquisition  method,  except  as 
authorized  by  the  provisions  of  these 
contracts  or  with  prior  field  office 
approval. 

(c)  Contract  administration.  The  PHA 
shall  be  responsible  for  contract 
administration  and  shall  contract  for  the 
services  of  an  architect,  or  other  person 
licensed  under  state  law,  to  perform 
services  to  assist  and  advise  the  PHA  in 
contract  administration  to  assure  that 
the  work  is  being  done  in  accordance 
with  the  procedures  and  schedule  in  the 
HUD-approved  proposal.  The  PHA  shall 
forward  copies  of  construction  reports 
on  the  work  to  the  field  office  with 
comments  on  actions  taken  to  remedy 
any  deficiencies.  A  field  office 
representative  shall  periodically  visit 
the  site  to  monitor  the  PHA’s  contract 
administration. 

(d)  Acceptance  of  work  and  contract 
settlement. 

(1)  The  contractor  or  developer  shall 
notify  the  PHA  in  writing  when  the 
contract  work,  including  any  approved 
off-site  work,  will  be  completed  and 
ready  for  inspection.  No  work  shall  be 
accepted  by  the  PHA  without  HUD 
approval.  The  final  inspection  shall  be 
made  jointly  by  representatives  of  the 
PHA,  the  field  office  and  the  contractor 
or  developer. 

(2)  If  upon  inspection,  the  PHA  and 
the  field  office  determine  that  the  work 
is  fully  complete  and  satisfactory. 


except  for  work  that  is  appropriate  for 
delayed  completion,  the  work  shall  be 
accepted.  The  PHA  shall  determine  any 
hold-back  for  items  of  delayed 
completion,  the  amount  due  and  payable 
for  the  work  that  has  been  accepted  and 
compliance  with  any  conditions 
precedent  to  payment  that  are  stated  in 
the  Construction  Contract  or  Contract  of 
Sale.  The  field  office  shall  review  and,  if 
acceptable,  approve  the  PHA’s 
determination  that  the  work  may  be 
accepted  and  the  amount  to  be  paid  to 
the  contractor  or  developer. 

(3)  The  contractor  or  developer  will  be 
paid  for  items  of  delayed  completion 
only  after  inspection  and  acceptance  of 
this  work  by  the  PHA  and  the  field 
office. 

(e)  Guarantees  and  warranties.  The 
Construction  Contract  or  Contract  of 
Sale  shall  specify  the  project  guaranty 
period  and  shall  provide  for  assignment 
to  the  PHA  of  all  warranties  required  by 
the  construction  documents.  The  PHA 
shall  inspect  each  dwelling  unit  and  the 
project  in  general  approximately  three 
months  after  the  beginning  of  the  project 
guaranty  period  and  three  months 
before  its  expiration  and  also  as  may  be 
necessary  to  exercise  rights  before 
expB'aticm  of  any  warranties.  The  PHA 
shall  require  repair  or  replacement,  prior 
to  the  expiration  of  the  guaranty  or 
warranty  periods,  on  any  defective 
items. 

§  841.305  Completion  of  development. 

(a)  Initial  operating  period.  Total 
development  cost  shall  include  an 
amount  for  PHA  expenses  of  operation 
during  an  initial  operating  period 
commencing  with  the  date  of  execution 
of  the  ACC  and  ending  on  the  date 
established  by  the  field  office. 

(b)  Actual  development  cost.  When  all 
development  has  been  completed  and 
paid  for,  but  not  later  than  12  months 
after  the  end  of  the  initial  operating 
period  unless  a  longer  period  is 
approved  by  the  field  office,  the  PHA 
shall  submit  a  statement  of  the  actual 
development  cost.  The  Field  Office  shall 
review  the  statement  and  determine  the 
actual  development  cost  of  the  project. 

Issued  at  Washington,  D.C.,  July  18, 1979. 
Lawrence  B.  Simons, 

Assistant  Secretary  far  Housing-Federal 
Housing  Commissioner. 
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